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Q. 

A. 

Q. 

A. 

Q. 

A. 

I. 

INTRODUCTION 

Are you the same Becky Merola that submitted direct testimony on behalf of 

the New Power Company (“New Power”) in the instant proceeding. 

Yes. 

What is New Power’s interest in the instant proceeding? 

As I indicated at page 2 of my direct testimony, New Power now is looking at the 

possibility of entering into the Illinois natural gas market. However, without 

modifications and revisions to the proposed tariffs, residential and small 

commercial customers will be deprived of the benefits that suppliers like New 

Power can offer with a properly designed residential customer choice program. 

As a result, if the Commission were to adopt the proposed revisions to Riders 

SVT, AGG, and Rider 2 without modification, it actually could hinder the further 

development of competition in the Illinois retail natural gas market. 

Please summarize the recommendations from your direct testimony that you 

submitted in the instant proceeding? 

As I stated in my direct testimony at pages 3-4, a number of pro-consumer pro- 

competitive revisions to the proposed tariffs are necessary to foster competition 

and remove significant barriers to entry that otherwise would prevent suppliers 

from providing additional benefits to customers. These necessary revisions fall 
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into two general categories. First, the proposed billing procedures should be 

revised to: 

(a) Allow suppliers to perform a single billing function for their 
customers; and 

Require North Shore to offer this service under the terms of a 
single bill tariff. 

(b) 

Second, the proposed administration and rate design of the program must be 

Prevent misplaced, unnecessary, and unjustified fees from acting 
as barriers to entry, including, but not limited to the Aggregation 
Charge, Customer Pool Activation Charge, and Supplier 
Application Charge; 

Remove unnecessary restrictions upon supplier’s flexibility to 
efficiently utilize its own storage services; 

Eliminate the proposed enrollment limits and minimum stay 
requirements and utilize an “open” enrollment process; 

Extend the grace period to ninety (90) days; 

Impose a reasonable code of conduct, if any, upon suppliers; 

Revise the Imbalance provisions to provide suppliers with greater 
flexibility and options; and 

Direct North Shore to develop a customer education program, 
including workshops, after conclusion of the proceeding. 

The Commission must be vigilant to adopt rules and tariffs that ensure that 

competition develops for residential and small commercial customers. By 

adopting New Power’s recommendations, the Commission can help ensure that 

appropriate tariffs are adopted to promote competition to provide service to retail 

customers in the Peoples and North Shore service territories. 
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Q. 

A. 

Q. 

A. 

Please summarize the issues that you address in your rebuttal testimony. 

In my rebuttal testimony, I will respond to the direct testimony submitted by Staff 

and Intervenor witnesses, including the testimony of Martin Cohen that was filed 

on behalf of the Citizens Utility Board (“CUB), Jerome D. Mierzwa that was 

filed on behalf of CUB, the Cook County State’s Attorney’s Office, and the 

People of the State of Illinois (collectively “GCI”), and Charles C. S.  Iannello. 

Teme L. McDonald, Eric P. Schlaf, and Dennis L. Sweatman that was filed on 

behalf of the Staff of the Illinois Commerce Commission (“Staff’). I will also 

respond to the Rebuttal Testimony submitted by Debra Egelhoff, David Wear, 

and Valerie Grace that was filed on behalf of North Shore Gas Company (“North 

Shore”). 

Do you have any general observations regarding that testimony? 

It is obvious that the Commission Staff and CUB recognize both the benefits and 

importance of the single billing issue. North Shore continues to steadfastly 

oppose allowing suppliers to issue single bills to SVT Customers; a service that 

customers desire and suppliers want to provide. In their rebuttal testimony, North 

Shore repeats many of the same arguments against single billing by suppliers. 

However, North Shore does propose a “Rider S B O  in the event that the 

Commission directs North Shore to allow single billing by SVT Suppliers. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

11. 

BILLING ISSUES 

A. SINGLE-BILLING BY SUPPLIERS 

Do other parties support your recommendation that suppliers be allowed to 

offer a single bill to residential customers? 

Yes. The witnesses for CUB and the Commission Staff recognize the importance 

of allowing suppliers to issue single bills to their customers. 

What has the Commission Staff recommended regarding single billing? 

Staff witness Dr. Schlaf properly recommends that suppliers be permitted to offer 

single billing services to customers in the Choices For You program. 

Specifically, Dr. Schlaf recommends that single billing through account agency 

should be permitted as soon as an order is entered in this proceeding. 

Additionally, Dr. Schlaf properly recommends that North Shore be required to 

develop the capability to send and receive billing information electronically. 

However, Dr. Schlaf states that the appropriate long-term solution is that North 

Shore should provide such service through a single billing t ~ f f .  

Do you support Dr. Schlafs recommendations on behalf of the Staff? 

Yes. However, his recommendations should be taken one step farther. North 

Shore has laudably proposed a single billing tariff (“Rider SBO) in the rebuttal 

testimony of Ms. Egelhoff. As explained later in my testimony, the proposed 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Rider SBO certainly is in need of modification; however, there is no valid reason 

why the Commission should wait to approve a single billing tariff. 

How has CUB expressed its position regarding the importance of allowing 

suppliers the ability to issue single bills? 

CUB has captured the essence of why single billing is so important. CUB 

Witness Martin Cohen properly recognized three points regarding the single bill. 

First, the bill is an important communication tool that allows the supplier to 

communicate with the customer. Second, the ability to issue a single bill helps 

the supplier build a relationship with a customer. Third, customers should be 

able to receive one natural gas bill for convenience sake. 

Do you agree that the bill is an important communication tool that allows the 

supplier to communicate with the customer. 

Yes. 

Please explain why you agree that the bill is an important communication 

tool that allows the supplier to communicate with the customer. 

In reality, this is one of the most important means by which suppliers 

communicate with customers most of the time. While New Power always stands 

ready to answer any questions our customers have, the monthly bill is the steady 

and consistent means of communication between our company and our customers. 

As I stated in my direct testimony at page 5 ,  the ability of a supplier to issue a 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

single bill to its customers is the cornerstone of a supplier’s relationship with its 

customer since the customer opens and reads their natural gas bills. 

Do you agree that the ability to issue a single bill helps the supplier build a 

relationship with a customer. 

Yes. 

Please explain why the ability to issue a single bill helps the supplier build a 

relationship with a customer. 

Suppliers need the ability to communicate through the customer’s bill with their 

customers regarding the benefits that a marketer has to offer, and potential future 

savings and value-added services that would be available based on a customer’s 

needs. Communicating to customers through their natural gas bill regarding such 

items as an update of the benefits the supplier has already provided to date, be it 

incentives or phone numbers to take advantage of existing or new offers fforn the 

marketer, have proven to be essential tools in building a relationship with a 

customer. 

Do you agree that customers should be able to receive one bill for 

convenience sake. 

Yes. 
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Q. 

A. 

Q. 

A. 

Please explain why you agree that customers should be able to receive one 

bill for convenience sake. 

As I indicated in my direct testimony, the primary beneficiaries of the provision 

of a supplier consolidated bill are customers; since a customer is able to choose to 

receive the benefits of the competitive market and still receive only one bill from 

a single entity. As a result, the customer only has to write one check and make 

one payment for its natural gas service and potentially its electric service or other 

services as well. 

B. SINGLE BILL TARIFF 

What is your recommendation regarding how the Commission should 

require North Shore to address the single billing issue? 

While North Shore still opposes single billing by suppliers, North Shore should be 

commended for proposing a single billing tariff in this proceeding. The 

Commission should enter an Order that directs North Shore to implement single 

billing by suppliers through a revised Rider SBO. As I stated in my direct 

testimony at page 8, such an Order would be consistent with the Commission’s 

Order in the original pilot proceeding and also would be consistent with the 

Commission’s long history of promoting competition in the natural gas industry. 
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Q. 

A. 

Q. 

A. 

In your direct testimony at pages 10-11, you mentioned some of the essential 

elements of a single billing tariff. Does the proposed Rider SBO contain all 

of those elements? 

North Shore proposed Rider SBO addresses mainly the terms and conditions of 

such service from a utility perspective and does not appear to address the 

establishment of a uniform electronic format for the operational, technical, and 

communications processes for the interaction between North Shore and suppliers 

in the program. Specifically, North Shore proposed Rider SBO does not discuss 

whether North Shore will provide the following information in a uniform 

electronic format: 

billing determinants; 
North Shore’ charges (in a bill-ready electronic format); 

bill inserts and other required notices; and 
any other necessary information that a supplier will need to provide to the 
consumer. 

Please comment regarding the terms and conditions of North Shore’ 

proposed Rider SBO. 

As an initial matter, North Shore has failed to provide any evidence to justify the 

imposition of a number of the terms and conditions in its proposed Rider SBO. 

Additionally, contrary to the provisions of the single billing tariffs of Illinois 

electric utilities, North Shore has failed to propose a credit, based upon an 

embedded cost methodology, to reflect the savings to North Shore as a result of 

the supplier performing the billing function as well as distributing and providing 

bills inserts and other required information. The Commission should direct North 
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Q. 

A. 

Q* 

A. 

Shore to submit the proposed credit during its compliance filing at the conclusion 

of the instant proceeding function. 

Please list the sections of North Shore’ proposed Rider SBO that you will be 

commenting upon. 

The following sections in North Shore’ proposed Rider SBO should be revised: 

Section A - Definitions 

Section G - Contract. 

Section B - SVT Supplier Qualifications; 

Section C - Company Obligations; 

Section D - SVT Supplier Obligations; 

Section F - Terms and Conditions of Service; and 

For the Commission’s convenience, a red-lined version as well as a clean copy of 

a revised Rider SBO is attached hereto and made a part hereof as Attachment A. 

1. Section A - Definitions 

Which defmitions in this Section of proposed Rider SBO will you be 

commenting upon? 

I propose one slight revision of the definition of “Company Charges” that is 

designed to clarify the Company Charges that appropriately are included on the 

single bill of the SVT Supplier. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

2. Section B - SVT Supplier Qualifications 

Please explain what terms and conditions are contained in Section B of North 

Shore’ proposed Rider SBO. 

Section B of North Shore’ proposed Rider SBO contains the qualifications or 

prerequisites that a SVT Supplier must meet before being allowed to commence 

single billing service under Rider SBO. 

Do you have any comments regarding the qualifications that SVT Suppliers 

are required to meet before commencing service under Rider SBO? 

Yes. New Power has two (2) separate concerns regarding this section of the 

proposed Rider SBO: (1) the proper format for the electronic transfer of 

information; and (2) the length of the testing program. 

What is New Power’s concern regarding the proper format for the electronic 

transfer of information? 

North Shore’ rebuttal testimony and the terms and conditions of its proposed 

Rider SBO are silent regarding the proper format for the electronic transfer of 

information. 

What are some of the options for the format for the electronic transmission 

of information? 

There are at least two (2) different means of exchanging information that are 

widely utilized in the energy industry: internet based and van-based. 
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252 A. 

253 

254 

255 

256 

What is New Power’s recommendation regarding the proper format for the 

electronic transfer of information? 

New Power recommends that the Commission require North Shore to utilize 

internet based communications for the electronic transmission of information. An 

internet based communications system is more economical than a van based 

system for potential suppliers. 

What is New Power’s concern regarding the testing program that is 

referenced in the proposed Rider SBO? 

This section of proposed Rider SBO refers to the “successhl completion of the 

Company’s testing program” but there is no description of the “testing” program 

or process nor the length of time that is contemplated for completion of North 

Shore’ testing program. Any testing program should be administered in a non- 

discriminatory fashion and completed in an expeditious manner in order to 

facilitate the entry of suppliers into the marketplace. 

What is New Power’s recommendation regarding the testing program that is 

referenced in the proposed Rider SBO? 

North Shore should be required to explain in detail the process and the specific 

requirements by which an SVT Supplier might be able to meet the requirements 

of a testing program. Parties then should be given an o p p o h t y  to comment 

upon North Shore’ proposal. If North Shore is unable at this time to specify in 

detail the testing process that is contemplated, this clause should be deleted from 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Rider SBO. This issue is more appropriately addressed in the Order that will be 

entered in the instant proceeding. 

3. Section C - Company Obligations 

Please explain what terms and conditions are contained in Section C of North 

Shore’ proposed Rider SBO. 

Section C of North Shore’ proposed Rider SBO impose certain obligations upon 

North Shore. 

What are New Power’s concerns regarding the terms contained in Section C 

of Rider SBO? 

New Power has three (3) separate concerns regarding the provisions of Section C 

in proposed Rider SBO. First, North Shore has again referred to the electronic 

submission of information, but fails to identify or specify the specific format that 

North Shore plans to utilize. Second, there is no discussion of the risk associated 

with receivables. Third, there is no mention of the submission of usage 

information along with billing information. 

What is New Power’s recommendation regarding the proper method of 

communication for the electronic transmission of information? 

As discussed above, New Power recommends that the Commission require North 

Shore to utilize an internet based system for the electronic transmission of 

information. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Please describe New Power’s concerns regarding North Shore’ failure to 

address the receivables risk in this section of its proposed Rider SBO? 

North Shore failure to address the receivables risk constitutes both a banier to 

entry and an unreasonable omission of a major issue for potential suppliers in any 

customer choice program. Based on the credit of the SVT Billing Customers, a 

receivables agreement should be established between North Shore and the SVT 

Supplier that recognize these issues including an appropriate discount rate if 

appropriate. 

What is New Power’s recommendation regarding the appropriate receivables 

risk under Rider SBO 

New Power recommends that the Commission require North Shore to utilize a pro 

forma receivables agreement for SVT Suppliers utilizing Rider SBO. For the 

Commission’s convenience, a copy of a pro forma receivables agreement that 

marketers and electric utilities agreed to use as a model in Ohio is attached hereto 

and made a part hereof as Attachment B. 

Please describe New Power’s concerns regarding the submission of usage 

information along with billing information. 

North Shore proposed Rider SBO is silent regarding whether North Shore will 

provide billing information contemporaneously with usage information to SVT 

Suppliers. 
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Q. 

A. 

Q. 

A. 

What is New Power’s recommendation regarding the submission of usage 

information along with billing information? 

North Shore should be required to provide SVT Suppliers with billing information 

contemporaneously with usage information. Otherwise, the SVT Supplier will be 

unable to send a single bill at the same time for both the Company’s charges and 

the supplier’s charges. The SVT supplier would have to wait to send the bill until 

it receives the customers usage information in order to issue a single bill. 

4. Section D - SVT Supplier Obligations 

What are New Power’s concerns regarding Section D of proposed Rider 

SBO? 

New Power has the following six (6) separate concerns regarding the proposed 

provisions in Section D of Rider SBO: 

There is no discussion of how the costs incurred by SVT suppliers 

would be reimbursed; 

There is no discussion of how prior bundled service balances 

should be addressed; 

There is no reimbursement for bill inserts nor a description of the 

specific contents or timing for distribution of the bill inserts; 

It appears that late payment charges only apply to the utilities 

portion of the bill; and 

The timekame for remittance of payments to North Shore are 

unreasonable. 
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Q. 

A. 

Q. 

A. 

Reimbursement of Costs 

Please describe New Power’s concerns regarding reimbursement of costs 

incurred by the SVT Supplier. 

The SVT Supplier will incur costs as a result of being required to provide bill 

inserts or informational mailings pursuant to obligations imposed by the 

Commission. North Shore’ residential customers should not have to pay the 

utility for services that are being provided by the competitive market. In effect 

the customer would be paying twice for billing services. Finally, by not issuing a 

single-billing credit this would create a barrier to competitive suppliers that are 

considering entering the market who desire to issue a single bill. 

What is New Power’s recommendation regarding the proper reimbursement 

of costs incurred by the SVT Supplier under Rider SBO? 

North Shore should be required to reimburse the SVT Supplier for the costs that 

SVT Suppliers incur in providing and distributing such information. A credit 

should be established to reflect the full value of the services provided by the 

competitive market. The costs need to be unbundled fkom North Shore’ existing 

rates. 
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Q. 

A. 

Q. 

A. 

Prior Bundled Service Balances 

Please describe New Power’s concerns regarding how prior bundled service 

balances should be addressed under Rider SBO. 

It bears repeating that North Shore proposed Rider SBO mirrors Edison’s Rider 

SBO. It is my understanding that in the “uniformity proceeding” (ICC Docket 

No. 00-0494), the Commission addressed this issue. Specifically, the 

Commission required Edison to cease its practice of requiring suppliers using 

Edison’s Rider SBO to collect past due or outstanding bundled service balances. 

Based upon the manner in which North Shore has proposed to define “Company 

Charges,” which was discussed above, it appears that North Shore is attempting to 

impose the same improper requirements upon SVT Suppliers in the instant 

proceeding that the Commission rejected in the uniformity proceeding. 

What are some of the problems associated with North Shore proposed 

imposition of such requirements on SVT Suppliers? 

By requiring an SVT Supplier to act as an unpaid collection agent for outstanding 

bundled service balances, North Shore would thrust SVT Suppliers into a 

situation which inevitably would lead to customer confusion regarding charges of 

which the SVT Supplier has no prior knowledge. For example, the customer’s 

unpaid bundled service balance could have arisen kom a billing dispute between 

the North Shore and the customer, or as a result of a metering or billing system 

malfunction, or could be just the result of the customer not wanting to pay its bill. 

In any case, by definition, the event that triggered the unpaid bundled service 
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balance was beyond the knowledge and control of the SVT Supplier and beyond 

the scope of single billing service under the Choices For You program. In other 

words, the previous customer-utility relationship for bundled service is absolutely 

distinct from the SVT Supplier relationship with the customer. Similar concerns 

prompted the Texas Public Utilities Commission to develop a single billing 

process whereby the utility is required to issue a final bill to the customer prior to 

the customer beginning single billing service. Thus, the supplier and the customer 

begin a relationship with a “clean slate.” 

Will such a provision in a single billing tariff have a negative impact upon 

competition? 

Yes. The failure of North Shore to resolve outstanding bundled service balances 

undoubtedly will result in questions from SVT Billing Customers regarding these 

unpaid balances. An SVT Supplier then would be forced into providing customer 

service for North Shore regarding a balance about which the SVT Supplier has no 

knowledge, and no scripts, processes, operational systems or customer billing 

history to respond to such inquiries. Significantly, North Shore would require an 

SVT Supplier to conduct all of these services without compensation. Further, the 

SVT Supplier would be placed in the position of annoying its customers by billing 

for charges that may well be incorrect due to problems with North Shore’ billing 

system. This is an unreasonable provision that is another banier designed to 

prevent suppliers from providing single billing service. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

What is New Power’s recommendation regarding North Shore’ attempts to 

require SVT Suppliers to include on its single bills outstanding or past due 

bundled service balances owing to North Shore that arose prior to the 

relationship of the SVT Supplier and the customer? 

North Shore is entitled to collect past due balances from their prior customers and 

there is no need to inject the SVT Supplier into this process. North Shore should 

issue a final bill to its customers and eliminate any requirement that SVT 

Suppliers bill for past due bundled service charges assessed by North Shore. 

Timeframe for Remittance of Payments 

Under the terms of proposed Rider SBO when are SVT Suppliers required to 

remit payments received from SVT Billing Customers to North Shore? 

Under the terms of the proposed Rider SBO, SVT Suppliers are required to remit 

payments received from SVT Billing Customers on the same Business Day that 

the SVT Supplier receives such payment. This is an unreasonable provision 

because an SVT Supplier will need to reconcile and account for certain payment 

records. 

What would be a more reasonable timeframe within which a SVT Supplier 

should be required to remit payments received from SVT Billing Customers? 

A five (5) business day remittance period would be a more reasonable remittance 

period. 
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5. Section F - Terms and Conditions of Service 

Please explain the provisions contained in Section F of proposed Rider SBO. 

Section F of proposed Rider SBO contains various terms and conditions of service 

that are imposed upon SVT Suppliers in addition to those enumerated in Section 

D that were discussed above. 

Do you have any comments or concerns regarding the provisions of Section F 

of Rider SBO? 

Yes. At this time, we have two (2) independent concerns regarding the provisions 

contained in Section F of proposed Rider SBO. First, SVT Billing Customers 

should not have to “opt in” to receive a single bill from an SVT Supplier. 

Second, North Shore should not be allowed to dictate what billing product is 

offered by the SVT Supplier in an open and competitive market. 

Why should SVT Billing Customers not be required to opt in to receive a 

single bill from an SVT Supplier? 

This provision has the potential to be an anti-competitive barrier to entry. By 

virtue of the fact that the customer is accepting an offer from the SVT Supplier 

(via in writing, internet or telephone) and that part of the offer includes the 

provision of a single bill from the SVT Supplier, this should be sufficient 

verification and authorization for North Shore to permit the SVT Supplier to 

commence issuing single bills to its customers. An SVT Supplier’s enrollment of 

a customer into the program should be an accepted form of the customer’s 
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A. 

Q. 

A. 

intention to receive single billing service from an SVT Supplier that chooses to 

offer such service. Staff witness Dr. Schlaf, agreed that SVT Billing Customers 

should not be required to “opt in” to receive a single bill from an SVT Supplier. 

(See Staff Response to North Shore Data Request 2.1 .) 

What is your concern regarding North Shore “dictating” what billing 

products are offered by SVT Suppliers? 

In Section F of proposed Rider SBO, North Shore includes various requirements 

that SVT Suppliers must include on its bill to the SVT Billing Customer, 

including but not limited to how the billing options must be presented to a 

potential customer. (See Respondent’s Exhibit 6 at 3-4.) North Shore, as the 

monopoly utility, should not be allowed to dictate the billing products that may be 

offered by the competitive marketplace. The competitive market should be 

allowed to develop innovative products and services free from control by the 

monopolist utility. This is especially true if this provision is used as a tool to help 

justify the existence of a potentially outdated and obsolete billing system. 

Please explain the notification provisions and requirements that would be 

imposed upon SVT Suppliers in this section of proposed Rider SBO. 

North Shore would require SVT Suppliers to provide notification to North Shore 

via electronic data transmission with respect to termination of gas supply or 

billing service to any customer for non-payment or other enumerated reasons. 
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Q. 
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Q. 

A. 

What is your position regarding imposition of this requirement upon SVT 

Suppliers? 

New Power has no objection to this notification requirement but objects to the 

requirement that it provide a “reason” to North Shore other than non-payment. 

The Company should also agree to provide reciprocal notification under its other 

applicable tariffs in the Choices For You Program when North Shore is 

performing the billing service for the customer, including, but not limited to, the 

LDC Billing Option. 

6. Section G - Contract 

What are your concerns regarding Section G of proposed Rider SBO? 

Section G of proposed Rider SBO contains the provisions governing the 

“contract” between North Shore and the SVT Supplier. However, no actual 

“contract” was provided by North Shore. Additionally, the manner in which this 

provision of proposed Rider SBO is drafted provides too much discretion to North 

Shore with regards to the following: 

Adequate assurances of payment; and 

Termination or suspension of service by the SVT supplier. 

How do you recommend that the “adequate assurance of payment” 

provisions in Section G be revised? 

North Shore should be required to specify an appropriate amount in its Rider 

SBO. 
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How do you recommend that the termination or suspension provisions io 

Section G be revised? 

Unless North Shore is willing to provide SVT Suppliers with a variety of options 

to satisfy this provision, New Power recommends that an irrevocable letter of 

credit, cash deposit or parental guarantee in an amount equal to fifteen percent 

(15%) of a good faith estimate of the total amount that the SVT Supplier expects 

to be obliged to pay to North Shore would be an appropriate amount to include in 

Rider SBO. 

Please summarize your comments regarding North Shore’ proposed Rider 

SBO. 

North Shore should be commended for proposing Rider SBO in its rebuttal 

testimony in the instant proceeding. With the revisions recommended by New 

Power, Rider SBO will be a viable and workable billing option that will assist in 

making North Shore’ Choices For You program a more attractive pilot program 

for residential and commercial customers. New Power recommends that the 

Commission direct North Shore to implement the revised Rider SBO that is 

attached hereto and made a part hereof as Attachment A. 
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c. OTHER BILLING ISSUES 

In your direct testimony at pages 11 to 12, you listed a number of additional 

concerns and questions that were unexplained by North Shore regarding its 

LDC Billing Option if SVT Suppliers are not allowed to perform the single 

billing function. Has North Shore answered those questions in its rebuttal 

testimony that was submitted in this proceeding? 

No. The following questions still remain unanswered: 

How are receivables handled by North Shore? Are suppliers kept 

whole? 

Is there a receivables agreement between North Shore and the 

supplier? 

What is the turnaround time for payment? 

Is there a discount rate? 

If there is a discount rate, what is the justification of a discount rate if 
bad debt expenses have still not been unbundled ? 

How many rate codes can each supplier utilize? 

How many bill lines would suppliers be able to use to communicate 
with their customers? 

Would suppliers have access to bill inserts? 

Would North Shore display logos, charts, and other graphcs on behalf 

of the suppliers? 

Would North Shore allow suppliers to include additional pages? 

What are the timeframe requirements for suppliers submission of data 
to the utility? 
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Q. 

A. 

Under what format will suppliers be required to submit data to the 
utility? 

The Commission should not approve North Shore Pilot unless and until these 

questions are answered in a pro-competitive manner that is acceptable to the 

Commission. 

111. 

PROPOSED ADMINISTRATION AND 
RATE DESIGN OF THE CHOICES FOR YOU PROGRAM 

What issues regarding the administration of the Choices For You Program 

and proposed tariff changes do you wish to comment upon in your rebuttal 

testimony? 

I will respond to the Staff and Intervenor direct testimony and North Shore 

rebuttal testimony that addressed the following areas regarding North Shore’ 

proposed administration and rate design of the program: (a) enrollment limits and 

procedures, (b) grace periods, (c) minimum stay requirements, (d) codes of 

conduct; (e) aggregation and switching fees; (Q storage provisions; (g) delivery 

imbalance tolerances, penalties and charges; and (h) customer education. 
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A. ENROLLMENT LIMITS & PROCEDURES 

In its rebuttal testimony, has North Shore provided any further justification 

for the proposed enrollment limits of only 75,000 customers in the first year; 

125,000 in the second year; and 180,000 in the third year? 

No. North Shore asserts “certain gas supply planning considerations” as the sole 

reason for the proposed enrollment limits. (See Respondents Exhibit C at 18.) 

This was the same sole assertion made in North Shore’ direct testimony. (See 

Respondents Exhibit B at lines 91-111.) This non-sequitar cannot form a 

legitimate basis for imposing enrollment limits. North Shore proposed enrollment 

limits directly would impede customer choice in Illinois. The costs to a marketer 

to advertise, build scripts, provide specific call center support, market support, 

and solicit customers can be cost prohibitive if the size of the market is too small. 

In my direct testimony at page 15, I provided two examples of markets -- Atlanta 

Gas Light and Columbia of Ohio -- that were large enough to justify committing 

the necessary resources. Both of these gas markets have over 1 million 

customers. 

How do the proposed customer enrollment limits impede customer choice? 

If competitive suppliers have demonstrated that their products are the most 

economical, innovative, or desirable, additional customers should not be 

prohibited from enjoymg the same products and services. The marketplace 

should determine who are the most efficient, reliable and successful suppliers. 
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Q. 

A. 

What is New Power’s recommendation regarding the proper enrollment 

limits? 

The Commission should direct North Shore to utilize an open enrollment for their 

entire service territory in which all residential customers would be provided with 

the opportunity to select a competitive supplier. Out of the approximately 

840,000 residential customers only 9% will be allowed to have choice in 2002 

once the limit is met the remaining 765,000 residential customers will be 

prevented from being allowed to obtain the benefits of competitive supply, 

products and services. 

Do you agree with Staff witness Iannello that North Shore should not be 

allowed to exercise sole discretion in determining whether the enrollment 

limits should be suspended? 

As I indicated at page 13 of my direct testimony, it would be improper for North 

Shore to possess this unbridled discretion. As an initial matter, given the size of 

the market, there should not be any enrollment limits. Nevertheless, we agree 

with Mr. Iannello that the Commission should have the right to review, approve, 

reject, or modify any proposed changes to the enrollment limits after North Shore 

submits a petition or an informational filing. 

In addition, as I indicated in my direct testimony at page 13, if North Shore 

intends to suspend enrollment, North Shore should be required to provide 

adequate notice to all participating suppliers prior to suspension. 
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A. 

Please summarize Staff witness Dr. Schlafs recommendation regarding 

customer enrollment procedures. 

Staff witness Dr. Schlaf offered three (3) options for SVT Suppliers to enroll 

customers in the Choice For You Program: 

(1) Customers would be required to execute a letter of agency (“LOA”) 

document that signifies their intention to switch suppliers if enrolling 

through direct solicitation from an advertisement; 

Internet-based enrollment that includes a LOA document on its website; 

and 

Telephonic enrollment subject to the provisions in Staffs proposed 

Standards of Conduct. 

(2) 

(3) 

(See Staff Exhibit 3.0 at 27.) 

Do you support Staffs proposed enrollment procedures? 

We agree with some of the options that Dr. Schlaf has enumerated but prefer the 

flexibility that North Shore’ has proposed for customer enrollment procedures. It 

is my understanding that the basis for Dr. Schlaf recommendation is the 

Commission’s Order in the Nicor Customer Select proceeding (ICC Docket Nos. 

00-0620/0621) and his experience in the Illinois retail electric industry. The 

Commission look beyond that limited view and understand that other jurisdictions 

have been successful in promoting competition by providing other alternatives to 

suppliers. 
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A. 

How do you propose that customer enrollment procedures be implemented in 

the North Shore’ Choices For You program? 

New Power supports the flexibility afforded to SVT Suppliers and customers by 

North Shore in reaching agreement by whatever methods they choose. Certainly, 

internet-based, telephonic, and direct mail are three of the possible options for 

enrolling customers. 

Have these procedures been successfully implemented in other jurisdictions? 

Yes. For example, in Ohio, these types of customer enrollment procedures have 

been implemented without the requirement of a signed LOA. 

B. MINIMUM STAY REOUIREMENTS 

What was New Power’s recommendation in your direct testimony regarding 

the twelve (12) month minimum stay requirement? 

At page 16 of my direct testimony, I recommended that the Commission eliminate 

the twelve (12) month minimum stay requirement, since it is a barrier to entry. 

Alternatively, we recommended that if North Shore truly believes that arranging 

for supply for such returning customers is a “burden,” as well as the reason for the 

enrollment limits, then the Commission should direct North Shore to develop a 

competitive default service that suppliers will have the opportunity to bid upon. 

28 



629 

630 

63 1 

632 

633 

634 

635 

636 

637 

638 

639 

640 

64 1 

642 

643 

644 

645 

646 

647 

648 

649 

650 

65 1 
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A. 

Q. 

A. 

Q. 

A. 

What type of response was made to your proposal? 

At page 7 of his rebuttal testimony, North Shore witness Mr. Wear repeated his 

assertion that the minimum stay requirement is a valuable gas supply planning 

tool, but provided little if any additional support for North Shore’ proposal. As I 

stated at page 16 of my direct testimony, such a requirement amounts to being 

slammed back to the monopoly utility for 12 months. Instead, I suggested that 

default service need not be provided by the traditional utility. 

How did North Shore respond to your alternative proposal that North Shore 

institute a default service mechanism? 

North Shore witness Wear summarily dismissed the default service proposal, 

asserting that it is “not a viable option.” (See Respondents Exhibit D at 7.) Mr. 

Wear also attempted to highlight some “differences” between the Atlanta Gas 

Light (“AGL,”) program that I referenced at pages 17-18 of my direct testimony. 

Of course, the precise point that I made in my direct testimony was that there are 

significant differences between AGL’s very successful program and the program 

that is being proposed by Narth Shore. 

c. GRACE PERIOD 

Please repeat why the length of the proposed grace period for customers 

switching suppliers in the Program is important. 

The length of the grace period is important due to the fact that if a customer does 

not choose a new supplier during the grace period, the customer will be slammed 
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to bundled utility service for a period of 12 months. Thus, notwithstanding New 

Power’s concerns with the minimum stay requirement, the proposed grace period 

should be revised to allow the maximum extent practical time for customers to 

choose an alternative supplier. 

How did North Shore respond to your recommendation to increase the grace 

period by a mere thirty (30) days? 

North Shore witness Ms. Egelhoff devoted only one (1) sentence to my proposal. 

At page 20 of her direct testimony, Ms. Egelhoff asserts that 60 days is enough 

time for the customer to evaluate offers of other suppliers to make a decision. 

However, Ms. Egelhoffs suggestion is wholly without support as she failed to 

address the three specific concerns that directly impact the reasonableness of the 

grace period. 

What were the three specific concerns that you identified in your direct 

testimony regarding the grace period? 

In my direct testimony at page 18, I requested that North Shore address the 

following specific issues regarding the proposed grace period. First, how 

customers returning to bundled service, and subject to the 12 month minimum 

stay requirement, would be identified to suppliers as ineligible. Second, how a 

marketer would be informed that the customer is available during that grace 

period. Third, detailed information should be provided by North Shore 

regarding: 
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what notification, including the timing, will be provided to the 
customer concerning the grace period, 

whether customers will be informed of their options during the grace 
period or prior to the start of the grace period; 

what notice will be given to the marketer for customers who are 
terminated by the utility for non-payment; 

whether customers will be provided with an explanation of the 
implications of inaction regarding specific dates during the grace 
period; and 

If notices are going to be provided to customers, North Shore should 
identify who will be paying for the notices. 

Has North Shore explained how customers returning to bundled service, and 

subject to the 12 month minimum stay requirement, will be identified to 

suppliers as ineligible? 

No. 

Has North Shore explained how a marketer is informed that the customer is 

available during that grace period? 

No. 

Has North Shore provided any of the information that you sought regarding 

notifications to the customer during the grace period? 

No. 
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A. 

Please summarize your recommendation regarding the grace period. 

North Shore has failed to justify its proposed grace period, let alone answer the 

practical questions posed regarding the reasonableness of the proposed grace 

period. Accordingly, New Power recommends that, at a minimum, customers 

should be provided with no less than ninety (90) days to consider their options. 

As the Commission is well aware, a similar grace period has been utilized in the 

Illinois retail electric market. 

D. CODES OF CONDUCT 

Please explain the various proposals for imposition of a “code of conduct’’ 

upon SVT suppliers. 

CUB and the Staff have proposed imposition of a code of conduct upon SVT 

suppliers. At pages 19-27 of his direct testimony, Staff witness Schlaf proposes 

that the seventeen (17) standards of conduct that were approved for the Nicor 

Customer Select proceeding (ICC Docket Nos. 00-06201062 1) be adopted for use 

in the North Shore’ Choices For You program. CUB witness Cohen endorses the 

concept of a code of conduct for SVT Suppliers but asserts that it is improper to 

have a code of conduct enforced by the utility because it places the utility in the 

position of being the regulator. However, CUB Cohen endorses the proposal of 

Staff witness Jh. Schlaf as an interim step. CUB witness Cohen urges the 

Commission to seek a legislative solution to providing the Commission with the 

necessary authority to regulate or oversee competihve natural gas suppliers. 
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What is North Shore’ position regarding the Staff and CUB proposal for 

imposition of the identical Code of Conduct that was approved in the Nicor 

Customer Select proceeding? 

Significantly, North Shore witness Ms. Egelhoff indicated that at page 33 of her 

rebuttal testimony that North Shore does not believe that it has the legal authority 

to investigate alleged violations of or to enforce the proposed Code of Conduct. 

What is New Power’s position regarding imposition of the Code of Conduct 

that the Commission adopted in the Nicor Customer Select proceeding? 

New Power is not opposed to an appropriate set of rules to ensure that all 

competitive natural gas suppliers operate in an appropriate manner in the Choices 

For You program. However, New Power agrees with CUB witness Cohen that it 

is improper to have a code of conduct enforced by the utility because it places the 

utility in the position of being the regulator. New Power will address issues 

relating to the Commission’s legal authority to impose the provisions contained in 

the proposed code of conduct in its briefs in the instant proceeding. 

E. APPLICATION, AGGREGATION, 
CUSTOMER POOL ACTIVATION, LDC BILLING CHARGES 

Do other witnesses address the proposed application, aggregation, accouu 

customer pool activation, and LDC billing charges? 

Witnesses for CGI and the Commission Staff address the various fees. GCI 

witness Mierzwa proposes elimination of the $2OO/month aggregation charge, 

$1.25/account/customer Account Charge, $lO/customer added to a Customer Pool 
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Charge, and $.50ibill charge if North Shore performs the billing function for the 

SVT Supplier. Staff witness McDonald supports North Shore’ proposed 

application, aggregation, customer pool activation, and LDC Billing Option 

charges. 

Did you address any of these proposed fees in your direct testimony? 

Yes. At pages 20-23 of my direct testimony, I recommended that the 

Commission direct North Shore to eliminate the Application Fee, Monthly 

Aggregation Fee, and Customer Pool Activation Charge. 

F. STORAGE ISSUES 

How do other witnesses address the assignment and use of storage under the 

Choices For You program? 

GCI witness Mierzwa properly recommends at page 15 of his direct testimony 

that SVT Suppliers be afforded the opportunity to utilize the flexibility associated 

with the storage for which they pay. Likewise, Staff witness Iannello describes 

North Shore’ proposal as depriving SVT Suppliers of the level of daily flexibility 

that suppliers deserve given the storage, transportation, and no-notice service cost 

that North Shore proposes to receive from both customers and suppliers. (See 

Staff Exhibit 1.0 at 12.) 

Does New Power support the comments of GCI witness M i e m a ?  

Yes. 
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G. DELIVERY IMBALANCE TOLERANCES, PENALTIES AND CHARGES 

Do other witnesses comment regarding North Shore proposed delivery 

imbalance tolerances, penalties, and charges? 

Yes. Witnesses for Staff and GCI address North Shore’ proposed imbalance 

provisions. 

What does GCI witness M i e m a  propose regarding North Shore’ proposed 

imbalance provisions? 

At pages 19-22 of his direct testimony, GCI witness Mierzwa proposes three (3) 

appropriate modifications to North Shore’ proposed imbalance provisions. First, 

the delivery imbalance tolerances, penalties and charges should be made less 

onerous. Second, cash-out procedures should allow for the carryover of 

consumption imbalances and provide the opportunity for suppliers to cure 

consumption imbalances through storage. Third, SVT Suppliers be allowed to 

trade imbalances. 

Does New Power support the recommendations of GCI regarding North 

Shore’ proposed imbalance provisions? 

Certainly. New Power supports the efforts to provide SVT Suppliers with greater 

flexibility and more options to cure consumption imbalances. 
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H. CUSTOMER EDUCATION 

Do you support the recommendations of CUB and the ICC Staff that a 

customer education program be initiated at the conclusion of this proceeding 

regarding implementation of the expansion of the Choices For You program? 

Yes. CUB witness Cohen and Staff Dr. Schlaf appropriately recommend that the 

Commission direct North Shore to conduct a customer education after the entry of 

a final order in this proceeding. 

How has North Shore responded to this recommendation? 

North Shore witness Ms. Egelhoff would not to commit to conducting workshops 

but indicated that North Shore was willing to “consider incorporating 

suggestions” from the Nicor Customer Select workshops. (See Respondents Ex. 

C at 36.) However, North Shore‘was not willing to incur any costs of a customer 

education process and suggested that “other participants and stakeholders” share 

in the responsibility to educate customers. 

What is New Power’s recommendation regarding customer education and 

potential workshops regarding expansion of the Choices For You program? 

New Power agrees with CUB and the ICC Staff that customer education is 

essential to the success of the Choices For You program. At the very least, any 

proposed mailings by North Shore should be subject to review and comments by 

the ICC Staff and other participants and stakeholders. Additionally, New Power 

does not object to North Shore recovering its prudently incurred and verifiable 
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